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SACRAMENTO UPDATE

This memorandum contains a summary of actions taken by the Conferenæ Committee
as of June 15, 2009 and information regarding a California State Association of
Counties (CSAC) emergency Board of Director's meeting on June 17,2009 to address
the proposed redirection of local share of gasoline tax revenues.

State Budaet - Conference Committee Actions

The Conference Committee is scheduled to reconvene this afternoon upon call of the
Chair and wil take up the remaining open items in the areas of Human Services,

Education, Higher Education, General Government, Public Safety, and Revenues. The
Committee met yesterday and took action on the following issues of importance to the
County. It is important to note that while action was taken on these items, it is possible
these issues could be reconsidered in order to score additional State General Fund
savings.

The attached chart contains the estimated County impact of the Governor's May

Revision proposals and the Budget Conference Committee actions as of June 15, 2009.

Local Government

Suspension of Proposition 1A of 2004. The May Revision proposed to borrow
$1.98 billion from local governments through the suspension of the Protection of Local
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Government Revenues Act of 2004 (Proposition 1 A). The Conference Committee
rejected the May Revision proposal. This action results in no impact on the
County.

Suspension of SB 90 State Mandates. The May Revision proposed to defer payment or
suspend 32 local government mandates, with the exception of law enforcement

mandates. The Conference Committee approved the Legislative Analyst's Office's
recommendation to suspend a number of local government mandates; however,
it voted to continue: 1) the Open Meeting Act mandate; and 2) fund all election
reimbursement mandates. The Committee also instructed staff to develop a
less complicated method of reimbursement for the election mandates. Based on
FY 2007-08 County mandate claims, we estimate the election mandates wil be funded
at $6.7 millon. At this time, we are unable to determine the amount of funding to be
allocated for the Open Meeting Act mandate.

In our June 2, 2009 Sacramento Update we reported that the potential impact from the
proposed suspension of SB 90 State mandates would result in an estimated
$16.8 million loss to the County. However, according to the Auditor-Controller's
FY 2007-08 mandate claim estimates, we now estimate that the proposed
suspension of 5B 90 mandate claims wil result in a County loss of $28.6 milion.

Educational Revenue Auqmentation Funds (ERAF) Shift from Redevelopment Aqencies
(RDAs). The May Revision proposed to statutorily fix the ERAF shift of
$350 millon from RDAs to reduce the State's General Fund obligation to schools by an
equal amount. The Conference Committee adopted placeholder trailer bil
language to shift the funds. There is no direct impact to the County General Fund
as a result of this action.

Willamson Act Open Space Subventions. The May Revision proposed to suspend
subventions, which are paid primarily to counties as an offset to the lost propert tax
revenues because of reduced property tax assessment of land under the Willamson Act
and Open Space contracts. The Conference Committee adopted this proposal
which wil result in a loss of $36,000 to the County.

Health
i

Federal Medi-Cal Flexibility and Stabilzation Waiver. The May Revision proposed to I
seek ~ $1 billon waiver from the Federa~ governme.nt to implement ~dditional eligi?i.lity__~_ I

rednsto-OOtef-manhe-owtll III theclatruyr arr-;tTou11eopardrzirg- --
funding from the American Recovery and Reinvestment Act (ARRA). The Conference i
Committee adopted the savings in the May Revision proposal along with Budget I

i

!
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Bil Language to provide that the State obtain Federal Medicaid funds owed to
California. The funds owed include: 1) about $700 milion for disabled individuals who
should have been enrolled in Medicare; 2) an estimated $400 millon from Federal
Medicaid Waivers, including funding from the current Hospital Financing Waiver; and
3) funds for revising and adjusting Medicare Part B payments.

Medi-Cal Eliqibilitv for Leqal Immiqrants. The May Revision proposed to limit
Medi-Cal benefits for newly qualified immigrants who have been in the United Sates for
less than five years and for immigrants who permanently reside under the color of law
which would have resulted in an estimated County loss of $1.1 millon. The
Conference Committee rejected the May Revision proposal. This action results in
no impact on the County.

Healthy Families Proqram (HFP). The May Revision proposed to eliminate the Healthy
Families Program for a savings to the State General Fund of $247.8 milion. The
Conference Committee rejected the May Revision proposal, but adopted a
$70 milion reduction to the program, which could ultimately delay the enrollment of
additional children into the HFP, unless other funding sources are identified. We are
working with the departments of Mental Health and Health Services to determine
the impact of the HFP reduction.

Adult Day Health Centers (ADHC). The May Revision proposed to eliminate ADHC
services from the Medi-Cal Program for a savings of $170.5 millon Statewide. The
Conference Committee adopted a compromise proposal to save $26.8 millon by
targeting services to the most acute population, limiting services to three days per week,
and freezing rates for ADHC. There is no fiscal impact on the County.

Public Health

MaternaL. Child. and Adolescent Health (MCAH) Proqrams. The May Revision
proposed to eliminate $20.2 millon in State General Funds for MCAH programs which
would have resulted in an estimated loss of $1.36 millon to the County. The
Conference Committee adopted a reduction of $11.5 millon. The Department of
Public Health (DPH) indicates that additional guidance is needed from State program
offces to determine how this reduction wil be implemented and its impact on the
County. However, the Department notes that this reduction wil result in the
performance of fewer activities targeted to improve the health of mothers, infants,
children, adolescents, and familes in Los Angeles County. DPH understands that the

--~--OßIlGGmlte-rGo-eG-I:-fe----Hth (BIH) giaiit, which is
a separate program under MCAH, from $3.1 millon to $900,000. Any reductions to the
County's BIH allocation wil result in the elimination of services for African-American
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women living in povert, increased infant mortality, and disparity in health outcomes
between African-American and other ethnicities in Los Angeles County. This offce is

working with OHS to determine the County impact of the Conference Committee
reductions.

AIDS DruQ Assistance Proqram (ADAP) and HIV Prevention and Education. The
Governor's May Revision proposed significant reductions to these programs for State
General Fund savings of $55.5 milion. The Conference Committee fully funded the
AOAP Program by backfillng the projected loss of $12.3 millon with AOAP
reserve funds. The Committee also reduced other HIV Prevention and Education

and Local Assistance Programs by 10 percent, for a savings of approximately
$33.5 milion to the State's General Fund. This funding structure ensures that
California will meet its Federal Ryan White maintenance-of-effort for FY 2010-11 and
wil continue to receive $128 milion in Federal funds to support the ADAP and other
HIV/AIDS programs. This offce is working with OH5 to determine the impact of

these reductions to the County.

Natural Resources

State Park System. The May Revision proposed to eliminate all State General Fund
support for the State Park system, including $70 millon in FY 2009-2010. This proposal
would result in the closure of 220 State parks and lead to a loss of $40 millon in park
user fee revenue. The Conference Committee adopted the May Revision proposal
and approved a $15 surcharge on vehicle license fees, which would generate
about $300 milion to keep the State parks open.

Open Conference Items

The following items of interest to the County are open:

· In-Home Supportive Services (IHSS) recipient services reductions for an
estimated County savings of $200 millon;

· Reduced State participation in IHSS wages to $8.00 per hour; plus $0.60 per
hour for benefits for an estimated County savings of $26.1 millon;

· CalWORKs Reform and Safety Net proposals for an estimated County loss of
$27.2 milion;

· Elimination of funding for the Proposition 36 and the Substance Abuse Offender
Treatment Program for an estimated County loss of $27 millon;
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· Redirection of County Social Services Realignment Funds for an estimated

County loss of $234.7 millon;

· Elimination of the Cash Assistance Program for Immigrants for an estimated

County cost of $10.3 millon;

· Reduction of funding for Alcohol and Other Drug programs and the Drug

Medi-Cal Program for a County loss of $3.9 milion; and

· Elimination of Community Based Services Programs for an estimated County

loss of $1.1 millon.

California State Association of Counties (CSAC) - Emerqencv Board of Oirectors
Meetina

On June 11, the Conference Committee acted to take most of the county and city
portion of the Highway User Tax Account (HUTA), which is the local share of gasoline
tax revenues, as a means of paying part of the State's debt service obligation on
transportation bonds. As a result of this action the County stands to lose
$109 millon in FY 2009-10 and $82 milion in FY 2010-11.

In conjunction with the League of California Cities, CSAC is attempting to initiate a
campaign to reverse the Conference Committee action on HUTA. Towards that end,
the League of Cities and CSAC Board of Directors is having an emergency meeting this
Wednesday, June 17, 2009 at 9:00 a.m.

The effort by CSAC builds upon the willngness of the Governor and all four Legislative
Caucuses to raise the gas tax by 12 cents per gallon as part of the 2009 February
budget agreement. This mutual agreement was stricken from the February budget
package at the last minute in order to secure the necessary two-thirds vote in the
Senate. CSAC has existing policy to support a 5 cent gas tax increase as an alternative
to the reduction of HUT A funds.

i
i

i

,

I

--~---------ITherefore, CSAC is seeking the substitution of a 5 cent gas tax for the proposed taking
of the counties' HUTA funds. In addition, CSAC is also seeking support for a 50 percent

Historically, the gasoline tax has been considered a user fee for the privilege of using
California's highways, streets and roads. The redirection of street and road funds
critically needed by the County to help solve the State's fiscal problem is simply a shift
of a portion of the State's Budget shortall onto the residents of the County who depend
on a maintained network of streets and roads.

Sacramento Updates 2009/sacto 061609



Each Supervisor
June 16, 2009
Page 6

split for the State, 25 percent for courities and 25 percent for cities, if the amount raised :
by the increased gasoline tax is greater than the 5 cents needed to pay the State's
transportation debt obligations.

We wil continue to keep you advised.

WTF:GK
DW:MR:IGEA:er

Attachment

c: All Department Heads
Legislative Strategist
Local 721
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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ESTIMATED IMPACT TO LOS ANGELES COUNTY
FROM THE FY 2009-10 STATE BUDGET PROPOSALS

Attchment

ProQrams:
Governots May

Revision Proposals
Budget Conference

Committee

Health
Medi-Cal Eligibilty for Legal Immigrants
Elimination of the Healthy Familes Program

(1,100,000)
(1,500,000)

o
? (1)

Public Health
HIV/AIDS Treatment and Prevention
Alcohol and Other Drug Programs/Drug Medi-Cal Program
Propoition 36 Program/Offender Treatment Proram
Maternal, Child and Adolescent Health Program Reductions
CalWORKs Substance Abuse Programs Funding Loss

(5,890,000)
(3,900,000)

(27,000,000)
(1,366,000)

(16,400,000)

? (1)

OPEN
OPEN

? (1)

0

Mental Health
Mental Health Managed Care Program
Mental Health Services Act (Proposition 63) Funds
Early Periodic Screening, Diagnosis and Treatment Funds
Elimination of the Healthy Familes Program
CalWORKs Mental Health Services Funding Loss
Deferral of AB 3632 Program Payments

(21,000,000)
o (2)

(7,000,000)
(10,000,000)
(24,400,000)
(12,400,000)

(21,000,000)

o
? (1)

o

(12,400,000)

Social Services
Reduced State Participation in IHSS Wages
IHSS Program - Reduction of Recipient Services
CalWORKs Program Reform & Safely Net Proposals
CalWORKs Program Elimination
CalWORKs Single Allocation Funding Loss

Cash Assistance Proçiram for Immigrants (CAP!) (3)
Child Welfare Services Administration
Provider Rate Reductions
Redirection of Sales Tax Realignment Funds
Elimination of Community Based Services Programs
Reduction in Transitional Housing Program Plus Funds

26,100,000 (4)
200,000,000 (5)

(27,200,000)
(389,800,000) (6)
(585,200,000)
(10,300,000) (7)
(14,300,000)
13,400,000

(234,706,000) (8)
(1,100,000)

°

OPEN
OPEN
OPEN

o
°

OPEN
°

12,300,000
OPEN
OPEN

(314,000)

General Government
Suspension of SB 90 Mandate Claims
Subventions for Open Space (Wiliamson Act)
Reduction of Local Share of Gasoline Taxes - Public Works

TOTAL

(16,853,000)
(36,000)

(109,000,000) (10)

($1,280,951,000)

(28,577,000) (9)
(36,000)

(109,000,000) (10)

($159,027,000)

Notes:

(1) We are working with affected departments to assess the impact of the Conference Committee actions.

(2) There is no impact because voters rejected Prop. 1 E which would have redirected Mental Health Services Act monies to fund State mental health costs.

(3) These May Revision proposals affecting social services programs assume an effective date of October 1, 2009.

(4) Reflects savings from reducing IHSS provider wages in the County to the minimum wage. If the County maintains current wage, NCC would increase by $40.7 millon.

(5) Proposal would result in net County cost savings because of reduced IHSS recipient services.

(6) Estimate assumes 50% of CalWORKs recipients apply for and are determined eligible for the Countys General Relief Program.

(7) Estimate assumes 100% of CAPI recipients apply for and are determined eligible for the County's General Relief Program.

(8) Reflects redirection of anticipated Sales Tax Realignment revenue savings from the elimination of the CalWORKs and IHSS Programs to fund.in.creas.ed share of ~

of County costs for Child Welfare and Foster Care.

(9) Estimate is based on FY 2007"08 SB 90 Mandate Claim amounts excluding law enforcement, Open Meeting Act, and election reimbimemeJ)lt-laims.__._~___..___.___.~---
(10) Loss of local share of gasoline taxes would result in a loss of an additional $82 millon in FY 2010-11.

This table represents the estimated loss/gain of State funds based upon the May Revision proposals, and Conference Committee actions. It does not reflect the actual
impact on the County or a department which may assume a different level of State funding or be able to offset lost revenue.


